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Arrowhead Electric Cooperative, Inc.

January 28" 2013

To: Chairman Julius Genachowski
Commissioner Mignon Clyburn Commissioner Ajit Pai
Commissioner Rabert M. McDowell Commissioner Jessica Rosenworcel

Re: Conflict Between Provision of CAF Phase | Incremental Support and Broadband
Stimulus Projects

Honorable Chair and Commissioners:

| am writing on behalf of Arrowhead Electric Cooperative (AEC) to apprise you of a gap
in Federal Communications Commission (FCC)policy that would enable use of Connect
America Fund (CAF) support in areas where the federal government is funding
broadband stimulus projects, thereby undermining the value of the stimulus projects
and leading to wasteful spending. | am requesting your immediate help correct this
serious problem.

In adopting the CAF to provide support for broadband in areas unserved by price cap
local exchange carriers (LECs), the FCC provided that no funds would be spent where the
area was served by another provider. The Commission also stated that the price cap LEC
could not use support where it had a merger commitment to build broadband or where
it already had plans to do so. However, the Commission did not prohibit the use of
Phase | incremental support in service areas being funded by the Recovery Act
Broadband Infrastructure Programs. This policy gap enables price cap LECs to use
government support to compete within the same service area (by census block) with
providers receiving support under the Broadband Infrastructure Program (BIP). In
Arrowhead’s case the unexpected double expenditure undercuts the business model
upon which the BIP loans and grants were based. It also would support a broadband
service far inferior to the fiber to the home (FTTH) network Arrowhead is deploying. Let
me explain this further.

In September 2010, AEC was awarded approximately $16.2M in grants and low interest
loans' as part of the Recovery Act’s BIP. AEC’s project is well on its way to providing
fiber optic connections to residential and commercial cooperative members and the City
of Grand Marais, Minnesota. The BIP program requires applicants to certify that no
broadband service is available in the proposed service area. AEC's business case and

! The Department of Agriculture Rural Utility Service awarded $11.296M in grants and $4.8M in
low-interest government loans.

5401 W, Highway 61 * P.O. Box 39 * Lutsen, MN 55612-0039 g9
218/663-7239 » 800/864-3744 » Fax 218/663-7850 30% Post consumer waste .“;



availability of broadband service were independently reviewed and verified by the Rural
Utility Service prior to awarding the grants and loans.

On July 24, 2012, Centurylink accepted $35,098,975 in Phase | incremental support for
its various operating entities nationwide. Funding dollars were identified by CenturyLink
entities at the state level, and accompanied by over 3,000 pages listing census blocks
where CenturyLink intends to build.

On January 9, 2013, CenturylLink filed comments in the Unserved National Broadband
Map Docket, identifying an additional 195,000 census blocks, which it claims are
underserved or unserved -- some of these blocks are within the AEC project footprint.

In total, according to information in CenturyLink’s filings, AEC calculates that
CenturyLink believes it can use Phase | incremental support in 295 of the 902 census
blocks where AEC will be using BIP funds to build its FTTH project. These areas are
shown in the attached map. A listing of the overlapping census blocks affecting the AEC
project is also attached.

If this situation is not corrected, it would result in duplicative government support being
provided in the same areas —an enormous waste of scarce resources.

AEC therefore requests your help to: 1) modify the FCC’s rules to ensure such “double
funding” does not occur; 2) withhold a portion of the CAF Phase | dollars until the
applicants can verify that there is no overlap with BIP or BTOP-funded service areas; and
3) where such overlap does exist, require the applicants to refile the acceptance letter,
less the census blocks where BIP/BTOP program projects will serve, and with the CAF
Phase | dollars adjusted accordingly, or allow the dollars to be used for additional blocks
identified.

Should you have any questions about this matter, please contact me.

Sincerely,

C [/L_i&-)'lx](_,.c/. / l\/La mEZ : Ay

Jeanne Muntean
Chief Executive Officer
Arrowhead Electric Cooperative
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CenturyLink CAF (no overlap with Arrowhead) CenturyLink CAF Acceptance Filing

Arrowhead BIP (no overlap with CenturyLink) Arrowhead BIP Application
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